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this -- the correlating tax for these properties and 

permits was $33,800. For the Apartment category 

there was only two building permit issues with a 

value of $259,000, and at the Apartment rate the tax 

consequence was $1,500. In the Commercial and 

Industrial categories there were 70 building permits 

issued for value of $7.5 million with a tax 

consequence of $50,500. 

And also there were a number of -- when 

you're looking at the -- in the issue of blight and 

slum, there were 23 adjustments in the Wailuku 

Commercial District, 23 adjustments for poor 

economic or functional condition to the dwelling or 

parcel. If these adjustments were removed, the 

values would increase by $4,319,000, for a tax 

increase of approximately $29,100. 

The point of looking at these statistics when 

the Department of Finance and Real Property Tax 

Division looked at these was to kind of gauge some 

level of effect that this ordinance would have in 

terms of the tax consequence to the County in 

revenue stream. Based on the historic numbers of 

recent construction that have occurred in Wailuku, 

as evidenced by the numbers that I just statedl it's 

my opinion that the consequence in suspending or 
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1 delaying the payment of improved -- of the taxes 

2 that would relate to these improvements would be 

3 nominal and would be something in the interest of if 

4 it was to encourage -- the purpose was to encourage 

5 development and addressing slum and blight, 

6 encouraging redevelopment in this area would be --

7 would be worth the effort. 

8 But any other statistics that you have that 

9 you would like to know, the Department of Finance 

10 and Real Property Tax Division would be more than 

11 happy to do the research for it, but please 

12 understand that may be limited in terms of how much 

13 I could pull off of the top of my head today. Thank 

14 you, Mr. Chair. 

15 COUNCILMEMBER HOKAMA: Chairman! I thought the Director 

16 did a great job pulling things out of the top of his 

17 head. If you could, though, Mr. Director! I would 

18 appreciate that in a written correspondence back to 

19 the Committee. I think that would be helpful for us 

20 in making a final determination on this proposal. 

21 And again, just to be very clear{ this will relate 

22 to all properties within the redevelopment area 

23 regardless of type of use. 

24 MS. ARAKI-REGAN: Yes. 

25 COUNCILMEMBER HOKAMA: Okay. I'm happy to relinquish the 
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1 floor t Chairman. 

2 CHAIR KANE: Thank you, and before I recognize you t 

3 Ms. Anderson t just to follow up on Mr. Hokama's 

4 question t or line of questioning t and perhapst 

5 Mr. Young t you can respond. First t I wanted to get 

6 clear in item letter B t that Mr. Hokama -- 4B t that 

7 Mr. Hokama pointed out t it reads t for real property 

8 within wailuku Redevelopment Area t any incremental 

9 increase in building valuation primarily 

10 attributable to qualifying construction shall be 

11 exempt. So we're talking about just the improvement 

12 getting the exemption t not the existing structure. 

13 MS. ARAKI-REGAN: Right. 

14 CHAIR KANE: And that the existing structure -- would tie 

15 into this question to you t Mr. Young -- does that 

16 mean that the increase is caused by market forces is 

17 only represented in land value t not allocated to 

18 building value? Are you able to respond? 

19 MR. YOUNG: Only to say, Mr. Chair, that that is my 

20 understanding in my reading of the ordinance and 

21 that is our understanding, Department of Finance and 

22 Real Property Tax Division's understanding in how 

23 this abatement program would be applied. 

24 CHAIR KANE: OkaYt so just so we understand r Members, as 

25 an example we have a building that's at a million 
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1 dollars and they decide to go get improvements, but 

2 while they're going -- say they're doing 

3 construction for two years or three years, in the 

4 meantime that property -- say the building do you 

5 have situations where buildings appreciate in value 

6 or are they -- historically is it just a 

7 depreciating item until it reaches zero at some 

8 point? Like a car, as an example, a car is a 

9 depreciating or negative investment. 

10 MR. YOUNG: Exactly, Mr. Chair, but improvements will 

11 increase a valuation in building. So the example 

12 that Mr. Hokama provided where let's say a 

13 building -- you know, because of its age it might be 

14 near zero, like by your example, so, say, $1,500 or 

15 $15,000 building value, but if you were to put in 

16 improvements, build additions, fix it up, knock it 

17 down, rebuild it, what was, you could increase the 

18 value at that point, but as I read this ordinance, 

19 we would be -- if you qualify under this ordinance, 

20 you would be locking in at the existing building 

21 improvement valuation prior to you undergoing these 

22 renovations to increase your value. 

23 CHAIR KANE: And there would be no impact on the land 

24 

25 

value, correct, as far as from an assessment value? 

MR. YOUNG: Not. 
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1 CHAIR KANE: Based on what we had before. 

2 MR. YOUNG: This ordinance does not direct real property 

3 tax to do anything with land values. 

4 CHAIR KANE: Okay, thank you. And Ms. Anderson, I will 

5 recognize you t as soon as I state that the Chair's 

6 familiar with the time. We're just going to allow a 

7 few more questions and then we'll go ahead and 

8 either recess an make a determination where we're 

9 at. So, Mr. Molina, thank you very much. We 

10 appreciate your consideration. Ms. Anderson, you 

11 have the floor. 

12 COUNCILMEMBER ANDERSON: Thank you, Mr. Chairman. I just 

13 

14 

15 

16 

17 

18 

19 

20 

21 
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23 
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25 

want -- I have a comment to make, but I first want a 

clarification on the term qualifying construction. 

I will admit that I haven't read this with a fine 

tooth comb, as it were. It says qualifying 

construction work means work to construct new 

buildings or to construct additions or renovations 

to existing buildings located on land within the 

Wailuku Redevelopment Area as defined in the Maui 

Redevelopment Agency's Wailuku Redevelopment Plan 

adopted by Council resolution. So qualifying 

construction work is just any work that's within the 

Wailuku Redevelopment Areai is that correct? 

There's nothing else that qualifies it as being 
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1 qualifying construction? 

2 CHAIR KANE: Ms. Araki-Regan, are you prepared to respond? 

3 MS. ARAKI-REGAN: Well, I believe the requirements are 

4 stated in paragraph B. The building permit needs to 

5 be issued on or -- on or after the effective date of 

6 the ordinance. The qualifying construction work 

7 needs to be completed on a specific date and the 

8 laborers and mechanics who perform the qualifying 

9 construction work are paid at or above the rate of 

10 wages established by Hawaii Revised Statutes. It 

11 can't just be any construction work. I mean, if I 

12 was to do something to my home, you know, on my own 

13 without being licensed or, you know, performing 

14 and getting paid at or above the rate of wages 

15 established by HRS Chapter 104, I wouldn't be able 

16 to qualify for an exemption. 

17 COUNCILMEMBER ANDERSON: Well, I mean if -

18 MR. YOUNG: Ms. Anderson, if I may. 

19 COUNCILMEMBER ANDERSON: Yeah, go ahead. 

20 MR. YOUNG: For the Department of Finance interpretation, 

21 

22 

23 

24 

25 

what I would consider qualifying construction work 

is only -- is work essentially that needs a building 

permit. So -- because in terms of what I would have 

to review or real property tax would have to review 

to which properties would earn or apply this 
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1 abatement program, the only real impetus is that 

2 there needs to be a building permit. So I guess 

3 COUNCILMEMBER ANDERSON: And so that would preclude 

4 anything minor like I mean just about everything 

5 requires a building permit. 

6 MR. YOUNG: Well, I mean, if you went to Home Depot and 

7 did it yourself, I guess, you know, there might be a 

8 circumstance where you wouldn't need a building 

9 permit. 

10 COUNCILMEMBER ANDERSON: Yeah, but anything manini like 

11 that, it's not going to --

12 MR. YOUNG: Yes, yes. 

13 COUNCILMEMBER ANDERSON: It's not going to increase the 

14 value of the property or the building anyway. So 

15 the only -- the only criteria for something to be 

16 qualifying construction work is if it requires a 

17 building permit and if it's a large project it has 

18 to be done according to HRS 104{ which I'm assuming 

19 is the minimum wage is that correct? 

20 COUNCILMEMBER TAVARES: Davis Bacon. 

21 MR. YOUNG: I 

22 COUNCILMEMBER ANDERSON: HRS. 

23 MR. YOUNG: I believe it's -- that's the section that 

24 

25 

relies to what's considered - I think it's called 

Davis Bacon. It's an union union -- paying 
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1 prevailing union wages. 

2 COUNCILMEMBER ANDERSON: Union wages for construction 

3 work. 

4 MR. YOUNG: Yes. 

5 COUNCILMEMBER ANDERSON: Okay. 

6 MS. ARAKI-REGAN: The chapter actually is entitled wages 

7 and hours of employees on public works. 

8 COUNCILMEMBER ANDERSON: Employees on what. 

9 MS. ARAKI-REGAN: On public works. 

10 COUNCILMEMBER ANDERSON: Well, that's a little different. 

11 Public works, that means union wages that have to be 

12 paid for people who are doing work on public --

13 public works also have to be the wages that are paid 

14 in order to qualify for this, so if someone were to 

15 do a major redevelopment of their building, they 

16 would have to pay the going union rate in order to 

17 qualify for this exemption. 

18 MR. YOUNG: Yes, Chapter 104, HRS actually it's Davis 

19 Bacon because it pertains particularly to if the 

20 government was to contract for construction work, it 

21 needs to contract with an union -- an union shop, 

22 and so --

23 COUNCILMEMBER ANDERSON: But, I mean, this is not geared 

24 

25 

for government. This is geared for the private 

sector, right. 

RALPH ROSENBERG COURT REPORTERS, INC. 
(808) 524-2090 



• 

• 

• 

BF 12/13/05 82 

1 MR. YOUNG: Yes. 

2 COUNCILMEMBER ANDERSON: So is there something that 

3 required you within State law to tie this to the 

4 union wage? 

5 MR. YOUNG: I'm not aware. 

6 COUNCILMEMBER ANDERSON: Or did you just make that 

7 decision on your own? 

8 MR. YOUNG: I'm not aware that there's a requirement that 

9 in order to earn this abatement -- any tax abatement 

10 that it must be under union wage. I believe this 

11 section was included or this requirement was 

12 included just in the interest of fairness to the 

13 workers to construction workers to our labor force 

14 here on Maui. 

15 MR. TAGUCHI: Chair Kane. 

16 COUNCILMEMBER ANDERSON: So. 

17 CHAIR KANE: Excuse mel one second{ Member Anderson. I 

18 forgive the interruption. Yes. 

19 MR. TAGUCHI: Maybe I could provide some clarification. 

20 The Davis Bacon Act requires prevailing wages on 

21 public works projects, so you'd be looking at the 

22 Davis Bacon wages. 

23 COUNCILMEMBER ANDERSON: Yeah. 

24 MR. TAGUCHI: If people are familiar with that. 

25 CHAIR KANE: Just so we understand where we're at. 
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1 COUNCILMEMBER ANDERSON: That's just what they told us. 

2 CHAIR KANE: Yes. 

3 COUNCILMEMBER ANDERSON: So, Mr. Chairman, you know, I 

4 know that you probably don't intend to pass this out 

5 today because of the time constraints we're under 

6 and that there may be some adjustments to these --

7 CHAIR KANE: Dates. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

COUNCILMEMBER ANDERSON: -- time limits, the dates, but 

I'm happy to say right now that I could fully 

support this. I think that this is exactly what we 

need to get redevelopment going in downtown Wailuku. 

We need people who are willing and able to go in and 

put a good amount of investment dollars in 

revitalizing Wailuku. I liked what Mr. Starr had to 

say. You know, we're always talking about mixed 

uses, well, here's our government center and here's 

somebody who's willing to do it. And why not give 

them an incentive. They're taking a risk. 

Anybody that revitalizes and puts big money 

into Wailuku, they're taking a big risk because, 

number one, we haven't solved our parking problem 

yet and that still has to be dealt with and -- well, 

I'm not going to be negative about this, but I'm 

sure they know they're taking a risk and so why 

not -- I mean it's not like we're losing anything 
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that we have right now. We're still going to be 

getting the real property taxes that we're already 

collecting but we are helping those people who are 

willing to put investment dollars in downtown 

Wailuku an exemption for seven years on the increase 

that that investment would put on their property. 

And I see nothing negative and everything 

positive about this. We need a way to, you know, 

put a shot of -- a shot in the arm of downtown 

Wailuku to get it up and going. It's not enough to 

put in a little police center and, you know, a 

little thing here and there. We need some major 

revitalization and that's going to take major 

dollars. And somebody wants to come in and put a 

$30 million investment on their property in downtown 

Wailuku, well I say give them a $2 million 

exemption. Why not? Because they're taking the 

risk. 

And I might remind everyone that just a 

little ways down the road here Maui Lani is putting 

in -- or wants to put in a large commercial center 

and that has the potential of competing directly 

with downtown Wailuku. So I think we need to do 

whatever we can right now to help Wailuku get up and 

going and, you know, unless anybody can give me some 
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1 negatives on this, I'm really happy to support it 

2 and I appreciate those folks who put this together 

3 and brought it forward. 

4 CHAIR KANE: Thank you, Ms. Anderson. 

5 COUNCILMEMBER ANDERSON: Thank you, Chair. 

6 CHAIR KANE: Any further questions or comments? 

7 Ms. Tavares. 

8 COUNCILMEMBER TAVARES: I had a question on the - on the 

9 exemption, so the person would be exempt from the 

10 taxes on the improvements for seven years and then 

11 at the eighth year they get this huge tax bill; is 

12 that what happens? This is not graduated 

13 incrementally across seven years? 

14 MS. ARAKI-REGAN: You're basically correct. 

15 COUNCILMEMBER TAVARES: Yeah, because I've seen other 

16 programs where there is a 10 percent the first year, 

17 20, 40, you know, so that it's -- they don't get the 

18 big shot right at the end of the period. Had your 

19 committee or Real Property Tax looked at that? 

20 MS. ARAKI-REGAN: Actually, we evaluated other 

21 

22 

23 

24 

25 

jurisdiction's property tax abatement ordinances and 

the effectiveness of such an ordinance providing 

revitalization to specific towns, especially towns 

with a lot of slum and blight, and in evaluating the 

various ordinances, our evaluation and conclusion 
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1 was that an ordinance such as this where it was 

2 seven years complete abatement for the tax 

3 incremental increase, as opposed to incremental 

4 increase would be more effective. 

5 COUNCILMEMBER TAVARES: So actually, I guess we could hear 

6 from others if there was a big objection to this. I 

7 think if Mr. Starr, with the projects that he's 

8 going to try to do, can live with it, because I can 

9 see within that seven years you'd have a chance to 

10 build your business up and more or less be able to 

11 accommodate that increase in the valuation on the 

12 eighth year. 

13 My other question was you heard the testimony 

14 regarding the dates -- the years. Any comments 

15 about what was suggested by Mr. Starr and 

16 Ms. Basinger? 

17 MS. ARAKI-REGAN: I think both Mr. Starr and Ms. Basinger 

18 

19 

20 

21 

22 

23 

24 

25 

made some really great points. What we -- what the 

Office of Economic Development -- the reason why we 

made these -- or proposed such dates as indicated on 

page 2 and 3 was that we wanted to create an 

immediate incentive for improvements to be made to 

Wailuku Redevelopment Area. You know, this this 

report was generated and approved by the County 

Council five years ago -- over five years ago and we 
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1 don't want to wait ten, 15 years from now for people 

2 to think about wanting to develop their properties. 

3 In talking with Mr. Starr and Alexa Basinger, 

4 as well as Jocelyn Perreira and Stephanie Ohigashi, 

5 we came to an agreement that we would propose to 

6 increase the time by one year. So, for example, on 

7 page 2, in the second paragraph. 

8 COUNCILMEMBER TAVARES: Yes. 

9 MS. ARAKI-REGAN: It says the qualifying construction work 

10 is completed on or before June 30th, 2009, and 

11 everything elsewhere it shows the year we would 

12 increase it by a year. 

13 COUNCILMEMBER TAVARES: A year, okay. 

14 MS. ARAKI-REGAN: We know and we can totally understand 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Alexa'S view point that, you know, construction does 

take a long time. I mean, the Lokahi Pacific 

building is one good example where due to, you know, 

various reasons I mean construction the 

construction process takes a little longer than 

expected, but we think one year -- the one-year 

extension is reasonable and we're in agreement to 

that. I've also spoken to Mr. Young about this 

change and he's open to that change as well. 

One other point that I wanted to mention was 

another change that the parties and I spoke about 
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1 was the last paragraph, paragraph F on page 3, it's 

2 claimant may request an extension of time of up to 

3 one year, but no later than June 30th, 2009 to 

4 complete construction. Their proposal was to 

5 eliminate the phrase but no later than June 30th, 

6 2009. We're going to defer that to Council. We 

7 have no objection to eliminating that phrase. 

8 COUNCILMEMBER TAVARES: Okay. 

9 CHAIR KANE: Ms. Tavares. 

10 COUNCILMEMBER TAVARES: Thank you. 

11 CHAIR KANE: Members, the Chair believes that it would be 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

prudent for us to have this and the Chair has 

already talked to Staff, the Chair's intent would 

like to see this item ideally placed on the January 

3rd or if it's un -- we're unable to achieve that 

due to quorum requirements, that we would be willing 

to put it on the January 17th agenda. Understanding 

that, yes there's a lot of folks here today that 

would like to push this through. However, I think 

it's in the body's best interest that we recognize l 

as Mr. Hokama pointed out and was provided for in 

the opening remarks, and we've only heard the 

perspective from a business community and that the 

MRA also has residents that are not going to be 

making money off of their improvement. They're 
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going to be making money to they're going to have 

improvements that are going to better their quality 

of life in a residential setting. Ms. Tavares' 

comments, as the Chair is taking it, I think is 

important for us to look at perhaps instead of on 

the eighth year they get pounded with an assessment 

of after eight years that we do consider having a 

graduated recovery of the assessment, and that's 

something that the Chair would be working with 

Staff, and any feedback that you folks may have in 

incorporating into a final proposal at the next 

meeting. And again, we have to recognize that this 

is a multi-use area, the redevelopment area. It's 

not only for business, but it needs to be on the 

level playing field with all of the people who are 

going to benefit from this tax. 

So I agree with Member Anderson { and I think 

everybody does, that there's a lot of positives to 

this, but we need to tweak it a little more and, 

unfortunately, because of the time constraints we 

have, we need to do our jobs, I believe, and be 

prudent with this. 

So, Members, without objections{ the Chair 

would like to ask your consideration in deferring 

this item. We will bring it back either on January 
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1 3rd. Members, if you folks are available for that 

2 meeting, we will have that meeting with this item, 

3 as well as one other one that we're considering. If 

4 not, then we'll move it to the January 17th and the 

5 intention will be to take action at either one of 

6 those two meetings. Any objections, Members? 

7 COUNCIL MEMBERS VOICED NO OBJECTIONS. (excused: RC and JJ) 

8 ACTION: DEFER pending further discussion. 

9 CHAIR KANE: Okay, hearing none. 

10 Ms. Araki-Regan, thank you very much. We 

11 appreciate your consideration. If you could, 

12 please, we'd welcome your comments in writing as to 

13 what has been discussed with the folks that you've 

14 mentioned regarding the changes, and perhaps some 

15 analysis on your part as why you folks feel that 

16 those are good changes for us to consider. And any 

17 additional comments from the members, please feel 

18 free to send those comments to the Committee Staff 

19 and we'll take that into consideration and the 

20 proposal. 

21 Hearing none, Members, without objections, 

22 weill defer Item No. 55. Any objections? 

23 COUNCIL MEMBERS: No objections. 

24 CHAIR KANE: Members, we have completed the Committee's 

25 work for this afternoon, this meeting is adjourned. 
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(Gavel) . 

ADJOURN: 3:38 p.m. 
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